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Annual Report of President 
to Stockholders 


f 

The annual report of your company for 1932 is submitted herewith. It does not seem 
necessary to comment at length upon the handicaps under which our business, in common 
with almost all other businesses, labored during the year. The decline in commodity prices 
which began in 1930, continued throughout the year with consequent unavoidable inven¬ 
tory losses. The decline in the retail price of foods amounted to approximately 15% dur¬ 
ing the year. 


Sales and Profits 

Sales amounted to $229,173,468.67 as compared with $246,783,998.56 in 1931. It will 
be remembered that in reporting sales for 1931, sales of the units acquired from MacMarr 
Stores, Inc., were included for the last six months of that year only. 

Gross profit on sales in 1932 was 21.96%, while such gross profit in 1931 was 20.45%. 
In the face of declining dollar volume this profit margin is considered reasonable. 

Net profits for the year, after income tax and depreciation but before preferred divi¬ 
dends, amounted to $4,390,227.21, as compared with $5,415,590.02 for 1931. Preferred 
dividends amounting to $1,016,261.25 were paid during the year, from which it will be 
seen that dividend requirements upon the average outstanding preferred stock were earned 
4.3 times in 1932. After the payment of preferred dividends the earnings of the company 
applicable to the common stock during the year 1932 were $3,373,965.96, equivalent to 
$4.22 per share upon 799,518 shares, the average number of shares of common stock out¬ 
standing. 

The usual conservative policy with respect to depreciation charges was adhered to 
during the year 1932, in which year there was charged against current earnings $2,544,- 
269.82, as compared with $2,488,689.65 in 1931. 

Inasmuch as our company operated the units acquired from MacMarr Stores, Inc. for 
only six months during 1931, it is impossible to compare operating expenses for the entire 
years of 1931 and 1932; however, in comparing the last six months of 1931, which included 
the MacMarr operation, with the last six months of 1932, we find that such expenses had 
been reduced from $25,671,817 96 for the last six months of 1931 to $22,427,241.10 for the 
last six months of 1932, or a reduction of 12.64%. 


Reserves 

A Reserve of $150,000.00, created out of current earnings, was set up to provide for 
anticipated losses in closed banks, the amount on deposit in such banks being $191,149.55. 
At the close of 1932 Canadian exchange was approximately 12% below par, and proper 
adjustment has been made for this discount as applied to the net current assets of subsi¬ 
diary companies in Canada. The reserve for inventory adjustment in the sum of 
$350,000.00, appearing upon the 1931 balance sheet has not been utilized during 1932, 
despite the radical decline in commodity prices heretofore mentioned. 

As indicated in the last Annual Report there was on December 31, 1931 a balance of 
$1,462,611.02 remaining in the Reserve created for the purpose of coordinating with our 
operations the warehouses, stores, other facilities and inventories acquired from MacMarr 
Stores, Inc. During the year further charges of $969,528.07 were made against this Re¬ 
serve, leaving a balance of $493,082.95, which is to be used as a reserve for rentals on 
stores vacated as a result of acquisitions. The number of such stores at the end of 1932 
was 181, having maximum aggregate liabilities of $638,134.50 over the remaining period 
of their leases. The balance of the Reserve should in our opinion, adequately provide for 
the remaining liabilities in this connection. Details of charges made to this Reserve appear 
immediately following the Paid-in Surplus Account in this report. 


Store Operations 

During the year a total of 299 stores, in which 208 markets were located, were closed. 
Of this number 192 stores were closed as a result of the duplication between Safeway 
Stores and those acquired from MacMarr Stores, Inc., while 107 were closed in the ordinary 
course of business. Current earnings were charged with the expense of closing stores 
which were closed in the ordinary course of business as well as with the amounts expended 
for rent thereon and for settlement of leasehold liabilities. 

Progress in securing rent reductions has been made and the officers of your company 
are constantly working to the end that rentals paid shall be in line with existing conditions. 

142 new stores and 203 meat markets were opened during the year and the usual 
program of keeping all stores modernized was followed. 

The average number of stores and markets in operation during each of the past seven 
years, as well as bakeries, warehouses and creameries in operation at the end of each year 
are shown below: 


Years 

Sales 

Grocery 

Stores 

Meat 
Markets 
Located in 

Ware¬ 

houses 

Bak¬ 

eries 

Cream 

eries 

1926 

$ 50,536,514 

673 

Grocery Stores 
120 

4 

3 

1927 

69,573,685 

840 

177 

6 

3 


1928 

103,303,598 

1191 

377 

15 

8 


1929 

213,496,254 

2340 

1110 

44 

15 

2 

1930 

219,284,707 

2675 

1489 

44 

17 

2 

1931 

246,783,998 

3264 

1854 

62 

21 

4 

1932 

229,173,468 

3411 

2066 

66 

21 

4 


At December 31, 1932, 3370 stores, in which there were 2054 markets, were being 
operated. 


Financial Position 

The total net worth of the company and its subsidiaries as at December 31,1932 was 
$44,485,616.37. Net current assets amounted to $21,281,174.66, and the ratio of current 
assets to current liabilities at the end of the year 1932 was 5.42 to 1. 

As usual, we indicate below the capital and surplus of the company, the book value 
of the preferred and common stocks and the earnings and dividends paid in prior years. 
The number of shares outstanding at the end of each year is used in determining book 
values and the average number of shares outstanding during the year in computing earn¬ 
ings. Effect is also given in prior years to the five for one split-up made in October, 1928. 



Capital 
and Sur¬ 
plus 

Net Assets 
per share of 
Preferred 
Stock 

Book Value 
per share 
of Common 
Stock 

Dividends 
paid per 
share on 
Common 
Stock 

Net Earn' 
ings per 
share on 
Common 
Stock 

1926 

$ 4,346,154 

$148 

$ 6.20 


$4.89 

1927 

8,094,842 

190 

14.80 

$1.90 

5.80 

1928 

26,664,305 

307 

30.45 

2.30 

8.12 

1929 

37,843,911 

360 

42.44 

3.00 

9.02 

1930 

36,780,959 

355 

41.55 

5.00 

4.82 

1931 

44,964,345 

283 

36.34 

5.00 

6.34 

1932 

44,485,616 

285 

36.12 

4.50 

4.22 


Dividends 

It will be noted that dividends paid upon common stock during 1932 are shown as 
$4.50 per share. The dividend payable January 1, 1933 was, as you know, 75 cents per 
share, instead of $1.25 per share, as had been paid during 1930, 1931 and 1932. The divi¬ 
dends paid January 1, 1933 were, of course, declared during 1932, and became a charge 
against the surplus of the company during that year. The desirability of maintaining the 
company in a strong cash position is apparent, and your directors reasoned that such 
reduction was justifiable under all of the circumstances. 

General Comment 

During a year in which many difficult operating problems were presented, the Com¬ 
pany has had the undivided and loyal support of its employees, officers and directors. The 
stores and other physical properties of the company are in excellent condition and are 
being maintained at a high state of efficiency. As in the past we have devoted our best 
efforts to the training and development of personnel in stores and offices. The morale of 
our organization is excellent and while we are going through a very trying period, there 
is in evidence a great spirit of determination to surmount all difficulties. 

M. B. SKAGCS, 

President. 




SAFEWAY STORES, INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Balance Sheet As At December 31, 1932 


ASSETS 

Current Assets: 

Cash in Banks and on Hand. 

Accounts Receivable—Trade. 

Accounts and Notes Receivable—Sundry—less Reserve $150,000.00... 

Merchandise Inventories—at lower of Cost or Market. 

Total Current Assets. 

Prepaid Expenses and Charges. 

Investments and Advances. 

Treasury Stock: 

Preferred Stock, purchased for Sinking Fund: 

2,991 shares 7 % Cumulative Preferred. 

820 shares 6% Cumulative Preferred. 

Common Stock: 

722 shares—Market Value $29,241.00. 


Fixed Assets: 

Real Estate and Buildings . 11,480,936.70 

Store and Warehouse Fixtures, Equipment and Improvements . 19,340,071.42 

Automobiles and Trucks . 1,805,299.49 

32,626,307.61 

Less Reserve for Depreciation. . 9,816,421.28 

Total --- 


LIABILITIES 

Current Liabilities: 

Accounts Payable .~. $ 2,523,292.06 

Accrued Expenses ....-.... 883,073.57 

Dividends Payable. 851,053.00 

Reserve for Federal and Canadian Income Taxes .... 560,461.58 

Total Current Liabilities . 4,817,880.21 

Mortgages on Real Estate and Buildings (Due 1934) . 23,700.00 

Preferred Stock, 8 % Cumulative of Subsidiary Company .... 135,825.00 

Reserve for Rentals of Stores vacated as a Result of Acquisition . 493,082.95 

Reserve for Inventory Adjustment . 350,000.00 


22,809,886.33 

$ 50,306,104.53 


.$ 299,100.00 

82,000.00 

. 41,544.38 422,644.38 


$ 5,904,292.87 
1,363,380.30 
424,869.29 
18,406,512.41 
26,099,054.87 
446,644.08 
527,874.87 


Capital and Surplus: 

Preferred, 7 % Cumulative Stock, Par Value $100.00 per share: 

Authorized 110,000 shares 

Outstanding 96,626 shares . $ 9,662,600.00 

Preferred, 6 % Cumulative Stock, Par Value $100.00 per share: 

Authorized 60,000 shares 

Outstanding 59,150 shares . 5,915,000.00 

Preferred Stock, Unclassified as to Series, Par Value $100 per share: 

Authorized and Unissued 40,000 shares 
Common Stock without Par Value and Paid-in Surplus: 

Authorized 1,500,000 shares — Note 1 

Outstanding 800,350 shares—Note 2 . 9,795,648.13 

Paid-in Surplus . 11,541,415.83 

Earned Surplus . 7,570,952.41 44,485,616.37 

Contingent Liabilities—None Reported * _ 

Total .. $ 50,306,104.53 

Notes (1) Reserved for warrants 14,659 shares; reserved for issue to Bankers for services rendered 2,000 shares. 

(2) After deducting 19,634 shares held in Treasury, of which 19,400 shares are reserved for issue to Executives under 
options maturing June 80. 1937, at $50.00 per share. 












































Consolidated Profit and Loss Account for the Year Ended December 31, 1932 


Sales (Net) .. 

Cost of Sales . 

Cross Profit . 

Operating and Administration Expenses . $ 42,800,362.18 

Provision for Depreciation . 2 ,544,269.82 

Net Operating Profit ..... 

Miscellaneous Income . 126,055.84 

Adjustment of Net Current Assets of Canadian Subsidiaries to Exchange 

Value of United States Dollars at December 31, 1932 . 142,141.32 

Interest and Miscellaneous Charges . 200,138.99 

Provision for Probable Loss Due to Closed Banks . 150,000.00 

Provision for Federal and Canadian Income Tax . 

Net Income .-.. 


$229,173,468.67 

178,862,849.86 

50,310,618.81 

45,344,632.00 

4,965,986.81 

268,197.16 

5,234,183.97 

350,138.99 
4,884,044.98 
493,817.77 
$ 4,390,227.21 


Earned Surplus Account for the Year Ended December 31, 1932 


Balance as at December 31, 1931 . 

Net Income for Year Ended December 31, 1932 


Deduct: 

Dividends on Preferred Stocks . $ 1,016,261.25 

Dividends on Common Stock .~. 3,597,571.00 


Balance as at December 31, 1932. 


$ 7,794,557.45 
4,390,227.21 
12,184,784.66 

4,613,832.25 
$ 7,570,952.41 


Paid-in Surplus Account for the Year Ended December 31, 1932 


Balance as at December 31, 1931. $ 11,497,639.63 

Discount on Preferred Stocks Purchased for Sinking Fund . . 43,776.20 

Balance as at December 31, 1932 . $ 11,541,415.83 


Summary of Charges to Reserve for Coordination of Warehouses, Stores and Other Facilities and Inventories in 
Connection with Acquisition of MacMarr Stores, Inc. for the Period From July 1, 1931 to December 31, 1932. 


Reduction in book value of Furniture, Fixtures, Equipment and Improvements to trade- 
in or salvage value as a result of closing 580 stores, 248 markets and 5 warehouses to 
eliminate duplication of locations and facilities, and to revalue the Furniture and 

Fixtures of MacMarr Stores retained to the same basis as Safeway Stores . $ 1,435,088.13 

Payments to landlords for cancellation of leases and for rentals of store buildings closed 
because of consolidation, and for reductions of lease rentals of certain MacMarr stores 

continued in operation, and expenses incidental thereto . 1,552,314.07 

Reduction in value of merchandise inventories amounting to $6,981,930.37 of MacMarr 
Stores, Inc. due to obsolescence and coordination of lines of merchandise after acqui¬ 
sition .-.——. 296,688.79 

Sundry expenses incidental to closing of stores and markets because of acquisition, and 
salary payments to certain employees of MacMarr Stores, Inc. while engaged in con¬ 
solidation work . 106,825.66 

Provision for bad and doubtful Accounts Receivable of MacMarr Stores, Inc., and 
reduction of amount of prepaid insurance premiums and taxes, to basis used by 

Safeway Stores, Inc .-. 79,011.78 

Miscellaneous payments and charges including cancellation of advertising contracts . . 36,988.62 

TOTAL ... $ 3,506,917.05 


To the Board of Directors of 

Safe w* y have r examined P the accounts of Safeway Stores, Incorporated (a Maryland Corporation) and its subsidiaries for the 
year ended December 81, 1932. In our opinion, based on our examination and information furnished to us, the accompanying 
Consolidated Balance Sheet and relative Profit and Loss and Surplus Accounts set forth the consolidated financial condition of 
the Companies as at December 81. 1982, and the result of the operations for the year. .... 

We have examined the items charged to the Reserve for Coordination of Warehouses, Stores, etc., established in 1931, 
and have satisfied ourselves that such items, as summarized in the accompanying statement, are proper charges thereto. 

San Francisco, California, PRAT, MARWICK, MITCHELL A CO. 

March 10, 1933. 





















































Safeway Stores, Incorporated 

(Maryland Corporation) 


»C£S££*>I 


Executive Officers 

M. B. SKAGGS, President . 

L. S. SKAGGS, Vice-President 
EDWARD G. YONKER, Vice-President 
W. R. GRISWOLD, Secretary and Treasurer 


Oakland, Calif. 
Salt Lake City, Utah 
Washington, D. C. 
Oakland, Calif. 


Directors 

M. B. SKAGGS L. S. SKAGGS 

W. R. GRISWOLD H. S. TUCKER (Salt Lake City) 

CHARLES E. MERRILL (New York) 


Executive Offices 

5th and Virginia Streets . Reno, Nevada 


Transfer Agent 

The Chase National Bank of the City of New York . New York, N. Y. 

Registrar 

City Bank Farmers Trust Company . . . New York, N. Y. 

Auditors 


Peat, Marwick, Mitchell & Co. 




